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The Economics of Marketing’ 


By Dr. W. J. Dowaxp, 
Managing Director, American Management Association 

ANUFACTURERS and distributors may as well make up their minds 

that it is the consumer and the representatives of consumers who will 
dominate the determination of how goods shall be distributed, at what price, 
in what quantities, at what quality, where and when. 

A manufacturer’s decision to adopt a certain marketing policy, certain 
channels of distribution for example, is really only a decision to make an ex- 
periment. His program may be ultimately successful, it may be quickly dis- 
astrous or it may persist for a time by dint of extraordinary effort, but the 
ultimate decision will be made by the consumer and by his representatives, 
the retailer or other distributor. 

This is a practical way of saying that economic values are derived from 
the satisfaction of wants or, in other words, from the utility of commodities 
to the consumer, either utility of the commodity itself or of the commodity 
and the service attached to the commodity. The exchange relationship of 
any two commodities is in inverse ratio to the least important satisfaction or 
utility provided by the iast unit of the commodities consumed. 

To be sure, for most commodities which can be reproduced the subjec- 
tive cost involved in producing the last unit equals the subjective utility or 
satisfaction acquired from the last unit produced and this fact often leads 
producers to take the position that values are determined by costs, by which 
they mean marginal costs. 

Nevertheless, there are commodities, limited in supply, the cost of which 
may be negligible though the value or price of them may be considerable. It 
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is such cases as well as cases of monopolized utilities which support us in the 
assumption that economic values are derived from utility rather than from 
cost even though for many commodities the marginal cost and the marginal 
utility are equal. 

The school of economists who held that values are determined by costs 
has long since been on the run. If they had not already been practically dis- 
posed of by the utilitarian school of economists, certainly the buyer’s market 
of the last decade would have brushed them aside, the economics of the cur- 
rent depression offering a hangman if one were still necessary. 

The sooner manufacturers and distributors get their heads thoroughly 
permeated with the idea that the economics of marketing is bound up with 
the interests of the consumer, the sooner they will begin to approach prob- 
lems of marketing administration on a sound economic basis and on a sound 
social basis as well. 

At first glance this may sound like economic fatalism or again it may 
sound like the doctrine of the survival of the fittest, but the utilitarian school 
of the “dismal science” has never issued a dictum to the effect that business 
executives may not use intelligence in discovering what the market wants, 
when it wants it, where it wants it, in what quantity or the price at which 
it wants it. 

Nor does our point of view indicate that only the fittest must survive. 
As a matter of fact, it is necessary only that one shall be somewhat above the 
marginal producer to keep in the economic race. As a rule, it is not even 
necessary to be fifty per cent up in the scale of managerial efficiency in order 
to escape financial annihilation, but it is far more profitable to act upon the 
assumption that the more one knows about the market, particularly the more 
one understands the market intelligently, the greater the likelihood of busi- 
ness perpetuation and of corporate profits. 

Distribution Distinguished from Marketing 

When one begins to survey the literature of marketing and to recall the 
discussions of marketing, one is impressed by the looseness of the use to 
which various terms are put and at any given time a common understanding 
of any one term is usually in transition. In this paper I am discussing “The 
Economics of Marketing” because I find it increasingly the case that the 
term “distribution” refers to the physical movement and storage of goods— 
warehousing, shipping, transportation and delivery and the stocking of goods 
for resale. 

“Selling” is gradually taking on the narrower meaning of effort involved 
in personal persuasion of the customer to purchase. “Advertising” is that 
effort which is designed to give direction to the use of the consumer’s pur- 
chasing power. “Merchandising” is the process of translating consumer de- 
mand into a program of creating utilities. Marketing, to most manufac- 
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turers, has come to include advertising, selling, distribution and at least half 
of what the term merchandising embraces. 

When one begins to survey economic literature, one finds next to nothing 
that can be interpreted as the application of economic principles or economic 
theory to marketing except the recognition, often forgotten, that the produc- 
tion of utilities includes not only the creation of form utilities but also place, 
time and possession utilities and economic literature usually illustrates eco- 
nomic principles and laws by reference to the creation of form utilities usually 
produced in the manufacturing process and comparatively neglects the other 
three types of utility which are embraced in the marketing process. 

A great deal of popular discussion of marketing problems tacitly assumes 
that comparatively little value, if any, is created either by advertising, selling, 
distribution or merchandising and out of that neglect of place, time and pos- 
session utilities arises a large part of the misunderstandings regarding the 
spread between the expenses of production of form utilities and the ultimate 
price to the consumer. 

It is forgotten, for instance, that it costs 18 cents per year to store a 
bushel of wheat, that additional expenses are involved in the transportation 
of wheat from farm to elevator or from elevator to flour mill or to seaboard, 
and that still other expenses are involved in the process of transferring own- 
ership from farmer to ultimate consumer. 

It is the failure to recognize that additional utilities are created in the 
course of the marketing process which is largely at the basis of the proposals 
for eliminating the middleman and this fallacy has never been a monopoly of 
the demagogue for even manufacturers have at times fallen into the trap of 
assuming that profits could inevitably be increased, that is, the margin between 
expenses of production and price, if the middleman could be eliminated by 
some such device as marketing direct to the retailer or direct to the ultimate 
consumer. Many a manufacturer has found out to his chagrin that the crea- 
tion of certain place, time and possession utilities require effort and expense 
whether performed by the manufacturer or performed by others and he has 
also discovered sooner or later that it takes more than marketing strategy or 
selling skill or advertising pressure to make the consumer find in his product 
utilities which were not there and which could not, therefore, for any length 
of time find expression in a greater value of exchange, or, to put it in dollar 
terms, a greater price. 

In an economic sense, therefore, marketing as we usually think of it and 
production as we usually think of it are simply two different stages of the 
same thing, the production or creation of utilities, and this economic concept 
argues strongly for general management to view them as a unit and to stress 
more than ever before greater coordination of the two in the interests of 


profit as well as in the interests of the consumer who is the final arbiter of the 
world of business. 
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The utilitarian economist naturally emphasizes the consumer approach to 
marketing, an approach which no business man can neglect with justification, 
especially in times like these which so obviously present a buyer’s market. 
If ever market research were needed it is in this period since the war. If 
ever we should be conscious of declining marginal utilities it is in this post- 
war period of declining prices. If ever we should have joined hands with 
those who recognize the dominance of the consumer in the determination of 
economic values it is in this post-war period of rapid changes in consumer 
emphasis, rapid substitution of one commodity for another in satisfying 
wants and consequent fluctuations, usually downward, of marginal or least 
important wants which are satisfied by an increasing supply of commodities. 

Business men frequently are heard to state that prices must cover the 
experises of production in which, of course, they include or should include 
the expenses of producing place, time and possession as well as form utilities, 
in other words, the expenses of marketing. But many business men have 
learned that values in exchange or prices do not always cover these expenses 
of production and in the course of time they come to learn that the factors 
of production, such as labor, land and raw materials, capital and management, 
get their values from the value of the product. They discover this in some 
very practical, and sometimes painful, ways as, for instance, when it becomes 
necessary to write off the value of equipment, allowances for goodwill, in- 
vestments in warehouses, in research or in advertising, or when sometimes 
they start anew after. bankruptcy proceedings with what were formerly re- 
garded as expenses of production wiped out by their obliteration in the process 
of reorganization, 

The trouble with much American industry has been that it has insisted 
on producing what it wished to produce rather than on producing what the 
market wanted. It has been production minded rather than market minded. 
It has wasted its. expenses of production on trying to create form, place, time 
and possession utilities for which there was not a sufficient demand. This 
misdirected effort first appears in the production of form utilities but un- 
fortunately it usually.does not stop there. If it did the situation would more 
rapidly correct itself. 

Excess. production of form utilities usually is followed by extraordinary 
efforts to create demand and it may be said with a great deal of truth, though 
with too little acceptance on the part of marketing executives, that of all 


misdirected. effort that devoted to trying to create demand suffers most from 
the effects of the defiance of economic principle. 


The } Elasticity of Demand 

_ _ In-the study of markets; or to put it more fundamentally, in the study 
of consumer demand; attention must necessarily be given to the question as 
to whether or not demand for a particular commodity is elastic or inelastic, 
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yet all too frequently marketing programs are built apparently on the assump- 
tion that there is no point of satiety, ‘no saturation point or that a market 
can be enlarged indefinitely by an increase in effort or a decrease in price. 
Yet nothing is further from the truth and advertising: programs, selling 
programs and production programs are not infrequently built on a scale 
which ignores not only the probable, but even the potential market for a 
commodity. 

The records of business reveal many instances of efforts to expand busi- 
ness coming flat up against a market that is already saturated and incapable 
of expansion. Such cases serve to illustrate effectively excessive advertising 
and selling and inadequate merchandising. 


Diminishing Returns 


Another economic law that is frequently disregarded i in marketing is the 
law of diminishing returns. Failure to recognize this principle characteris- 
tically results in marketing programs in which the profits of an enterprise are 
dissipated in an effort to secure the last 10 per cent of business. Ignorance 
or disregard of the law has led many a company into a program of marketing 
on a national scale when the same amount of effort spent on a ‘limited ‘terri- 
tory would have achieved far greater results. 

Such programs characteristically adopt expensive programs of advertis- 
ing in national consumer media, a considerable part of ‘which is entirely bar- 
ren, whereas a similar appropriation spent in a limited territory, supported 
not only by good merchandising but by concentrated selling effort would have 
turned losses into acceptable or even handsome profits. 

In some cases manufacturers with a product of high quality and a limited 
output have undertaken to cultivate all grades of consumer when a better 
direction of marketing effort would have sought out a particular class of 
consumer, concentrated on that group and would have ignored other markets 
more difficult or more expensive to reach. 

The disregard of the law of diminishing returns has led other companies 
into efforts at export programs or into disillusioning efforts to reach the 
consumer direct instead of through the usual channels of trade. There is 
evidence that the sobering effect of the declining price levels of the last decade, 
an experience somewhat magnified in the last year, has been bringing back 
to mind some elementary economic principles in the production of those util- 
ities which are embraced in marketing. 

. In other instances manufacturers have undertaken programs of increas- 
ingly intensive cultivation of territories sometimes with no admission that a 
point of diminishing returns would be reached. Most of us can recall in- 
stances of companies which have adopted programs of progressive cutting 
of territories for salesmen, programs which were successful at first in terms 
of increased earnings for the salesmen as -well ‘as increased volume for thé 
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corporation, but enthusiasm for such programs has too often made marketing 
executives blind to the fact that a point of diminishing returns could be 
reached with the result that we observed the exhibit of a volume-crazed sales 
executive driving, figuratively, at 90 miles an hour, crashing through the bar- 
rier of the profit line before the general manager could get the marketing 
program under control. 

An awareness of the law of diminishing returns is re-appearing, how- 
ever, in a number of forms such as selective distribution, sales cost account- 
ing, systems of compensation for marketing executives based on profit rather 
than volume and a type of market analysis which undertakes to discover sales 
potentials, to establish sales quotas and standard sales costs. 

In a period of restricted consumer purchasing power, business has the 
alternative of going on comparatively blind, feeling its way, or of adopting 
market research as one of the chief tools of keeping marketing effort within 
the realm of increasing rather than decreasing returns. 

_ Another application of the principle of. diminishing returns has a bear- 
ing on the choice of effort expended in various phases of the marketing proc- 
ess...One company emphasizes personal selling pressure with comparative 
neglect of advertising and still more usual neglect of merchandising. What 
is happening in many such cases is that one or more kinds of marketing effort 
are used beyond the point of increasing returns and what most marketing 
programs.need is such an application of the law of diminishing returns as will 
result in a balanced use of different kinds of marketing effort. 

There are many cases. in which so much confidence is placed in advertis- 
ing that all the manufacturer succeeds in accomplishing is advertising the 
need for the product, a consciousness of which sells the competitor’s product 
because the advertiser has failed to use enough selling effort to get his own 
goods on the dealer’s shelf. In most companies an increased use of mer- 
chandising effort along with no change in the amount of selling and adver- 
tising effort would result in considerably increased marketing returns, or to 
put it another way, in greater increase in place, time and possession utilities. 


Principle c of Substitution 


-Another economic principle which is too frequently forgotten is the 
principle of substitution, the possibility open to buyers of substituting other 
goods for those which a producer may offer. In a primitive economic life 
the power of substitution was comparatively unimportant. The consumer 
was more or less confined to choosing which want would go unsatisfied. But 
with the vast improvement in the processes ‘of manufacturing, transportation 
and communication, the choice of the consumer became greatly expanded and 
much more complicated, 

Today the manufacturer finds himself faced by the principle of substitu- 
tion, not merely in the choice of what want will be satisfied, but by the choice 
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of which of several commodities will be chosen to satisfy the same want. 
The consumer can choose between electricity and gas for heating and lighting 
purposes. He can choose between heating by coal or fuel oil. He can choose 
between wood, concrete, brick or steel construction. He can choose between 
a radio, a talking machine or other mechanical means of providing music. 
Or he can still choose to participate himself in the satisfactions of the 
musician. 

For clothing he can choose between cotton, wool and more recently cel- 
lulose products. He can choose between riding the street car, a bus or his 
own automobile. 

In other words, the extent to which the power of substitution is in effect 
today has been vastly increased even in the last decade and still more over 
the last fifty to a hundred years. Yet, many of our judgments in marketing 
take altogether too little cognizance of this fact. 

Even many market research programs analyzing consumer demand seem 
to be almost blind to the principle of substitution and industries go on ex- 
panding as though all they had to fear were their competitors in their own 
particular line of business. 

Another bit of evidence of this blind spot lies in many of the 19th century 
characteristics of many of our statutes. The Sherman anti-trust law, for 
instance—a public expression of the fears of monopoly—blythely assume that 
concentration of industry in large organizations, especially if it is concentrated 
into one large corporation, afforc's an opportunity to charge monopoly prices 
vastly in excess of all the expenses of production. Even 40 years after the 
passage of the Sherman anti-trust law we still think largely that this is a true 
interpretation of what would happen if concentration of industry reached 
such a point. To be sure, there are business men who, too, would be so blind 
to the principle of substitution that they would undertake to charge all that 
the traffic would bear and so over-reach themselves and bring down the 
structure about their heads, not only to their own discomfiture and financial 
failure, but also to both the current and the ultimate disadvantage of the 
consumer. 

Some public utilities have shown that they have this type of economic blind 
spot, but for every public utility executive so handicapped there has been an- 
other sufficiently wise in economic principles to see that such a policy is de- 
structive of his own best interests in a market in which. the power of sub- 
stitution has been raised far beyond the expectations of primitive 19th cen- 
tury lawgivers or the economic backwardness of 20th century politicians. 


Under-Consumption and Over-Production 


In a time of business depression following misdirected industrial and 
economic expansion the business world suddenly becomes vocal with economic 
theories more or less sound regarding the business upheaval. . Today it is 
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generally assumed that the productive capacity of the world is excessive and 
that consumer purchasing power is inadequate to absorb the capacity of in- 
dustry to produce. Fundamentally, however, the producer is also the con- 
sumer and, except for the saving of capital goods still further to increase 
productive capacity, production equals consumption. 

It is an economic principle that the consuming power of a community is 
indefinitely great. By this consuming power we refer to the power to con- 
sume the total production of human effort rather than any particular products 
for some of which there is an inelastic demand. But it is beyond economic 
comprehension that there can be over-production in a nation or a world in 
which poverty still exists or in which some wants of all still remain unsatisfied 
and in which some classes of people are less than satisfied on all their wants. 


Misdirected Investment of Capital 

If we could come to think of misdirected production or misdirected in- 
vestment of capital we would be getting nearer to sounder thinking about 
business depressions and their causes. It is at this point at which the eco- 
nomics of marketing is faced with a tremendous challenge. Some of us find 
the evils of our economic system, especially those which find expression in 
recurring industrial and financial depression, not in excessive saving which 
finds its way back into economic activity in the creation of additional capital 
goods, but in the diversion of too much capital into unnecessary directions and 
the limitation of the investment of capital in other directions. 

Business will help to find the way to avoid such recurring. crises shee a 
much more intensive study of consumer demand, not only by the individual 
company, but by: whole industries organized through their trade associations 
and also by even more broad: visioned efforts in the study of the economics 
of consumption. Fickle as the écoriomic man is itt his capacity as.a consumer, 
nevertheless, we have not more than scratched the surface of the problem 
of anticipating the possible. changes in human: wants and their bearing on 
long term plans for satisfying those wants. 

‘Nor can we attack this problem too soon. In primitive industrial dnd 
éeororhic communities, such as in pre-civil war America, anticipation of con- 
sumer ‘desires was a comparatively simple process. In the America of the 
20th century its complexities have been increased by vastly improved means 
of communication and transportation, by the increased tempo of life; by the 
cosmopolitanism of: dur population and the multitudinous cross-currents of 
human motives. 

In the last ten years with world communication and transportation greatly 
improved, with the different continental civilizations infringing on each other 
as' riever before and with promise of a smaller and smaller world and closer 
intérrelations, the possibilities of more extreme crises increase if the problem 





THE ECONOMICS OF MARKETING 139 


is not attacked intelligently. But ‘equally the possibilities of averaging out 
the trends through intelligent action may also be increased. 

The job of analyzing the consumer market, of anticipating and inter- 
preting consumer demand and directing consumer purchasing power back 
into a merchandised production offers difficulties hitherto unanticipated and 
possible achievements hitherto undreamed. But if we are to approach the 
problem of recurring business instability constructively we must do so in 
terms of economic principle and must cast aside some of the political and 
social prejudices that have lasted too long not only within nations but also 
between national economic units. ' 

When we shall have done so we will be well on our way toward a proper 
direction of capital and other effort devoted to production into socially and 
economically profitable channels and toward a balanced economic structure 
tuned to consumer demand and we may hope for a situation in which produc- 
tion and consumption may be balanced and recurring crises largely avoided. 

With the increased tempo of business change intelligent analysis of con- 
sumer demand may be expected to shorten and minimize the dislocation of 
economic life that comes from misdirected investment of capital and misdi- 
rected effort. 
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GENERAL MANAGEMENT 


Business Takes a Cue From 1930 

Six factors in successful management 
emphasized by the depression are described 
by the Vice-President of the Kroger 
Grocery & Baking Company: 1. Organiza- 
tion, the executive and operating set-up of 
the company ; 2. Efficient operation; 3. The 
value of courage in business; 4. Coopera- 
tion as an attitude worth cultivating; 5. 
Increased attention to personnel and per- 
sonnel methods; 6. Careful and accurate 
study into customer needs. By C. O. Sher- 
rill, The Red Barrel, April 15; 1931, p. 
5:3. 


A Platform for American Business 

The following general objectives are 
fundamental in planning sound business de- 
velopments: 1. Maintenance of established 
standards of living; 2. Stabilization of 
future business growth; 3. Promotion of 
international business cooperation; 4. En- 
couragement of private initiative and re- 
sponsibility vs. eeeneeR eS gheeemmeetnt 
activity. 

Upon the management of a few thousand 
business concerns rests the main respon- 
sibility for action that will: 1. Formu- 
late long-term plans for research, produc- 
tion, distribution, purchasing and financing ; 
2. Support cooperative effort through in- 
dustrial, trade and commercial organiza- 
tions; 3. Maintain wage scales that permit 
a high standard of living and purchasing 
power; 4. Maintain and equalize employ- 
ment by adjustment of working hours; 5. 
Establish a reserve to protect security of 
employment in times of reduced production ; 
6. Establish and maintain. stable prices; 
2. Maintain reasonable, stable dividends, 


conserving surplus accumulated in periods 
of prosperity for such use in slack times, 

Industrial, trade and commercial organi- 
zations should cooperate in the: 1. Collec. 
tion of data on costs, stocks, production, 
potential productive capacity and market 
conditions; 2. Interchange of credit infor- 
mation; 3. Development of codes of prac- 
tice; 4. Establishment of standards of em- 
ployment salaries and wages within the 
industry; 5. Development of opportunities 
for stabilizing business; 6. Study of mar- 
ket development; 7. Economic development 
and use of natural resources. 

A Check Sheet of practical suggestions 
for planning a company program is in- 
cluded in this Supplement to the Business 
Week, March 4, 1931. 


Business is Afraid of the Truth 

Men who could have warned of the 
depression of 1929 did not do so because 
such prophecies would have made them 
unpopular, says the president of the 
Simonds Saw and Steel Company, whe 
adds: 1. Business men want published only 
hopeful forecasts no matter what the truth 
may be; 2. This refusal to face the facts 
greatly increased the seriousness of the 
depression; 3. There is a barometer which 
shows a danger signal when business 
slumps are coming. In a description of 
Looking Ahead, a bi-monthly forecast of 
business prospects, published since 1922, 
the accuracy of which has been unusual, 
he says that these forecasts were the result 
of no unusual mental power or clairvoy- 
ance. They were made by an economic 
factor, the swings in which are followed 
months later by corresponding swings ™ 
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the volume of business. This has proved 
true without exception since 1884. 

Money rates provide a barometer for 
the short cyclical swings of business such 
as we have passed through in the four 
cycles from 1919 to 1931. Quoting Frank- 
lin Hobbs on the subject of the 1930 busi- 
ness recession: ‘If every man in America 
had possessed the knowledge which was 
possessed by some thousands of real stu- 
dents of business conditions, this depression 
need not have been any more serious than 
the mild business recessions of 1924 and 
1927,” Mr. Simonds concludes: “Against 
whom shall be directed the indignation and 
condemnation?” By Alvan T. Simonds. 
Nation’s Business, April, 1931, p. 24:4. 

. ( 
Can Business Manage Itself? 

The relationship between government and 
business is analyzed and various measures 
which might prevent another depression 
are outlined together with the difficulties 
of getting them adopted. By Elmer Davis. 
Harper's, March, 1931, p. 385 :12. 


The Ruin in a Soft Economy 

The folly of tampering with supply and 
demand is condemned in this forceful analy- 
sis of the present situation. In the stub- 
bornness of this depression there is a 
powerful suggestion that over-production 
will be “permanent” so long as we resist 
prices which will either move the supply 


Public Relations 


What’s Wrong With the Utilities’ 
Public Relations? 

The president of the National Electric 
Power Company gives an analysis, some 
criticisms and the following constructive 
suggestions : 

1, We should check public opinion and 
know what people are thinking and saying 
about our industry and its companies. 

2. We should get closer to the so-called 
“man-on-the-street” and understand his 
viewpoints and problems better. 

3. We should sell the idea that public 
relations constitute a matter of direct 
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or reduce it. Low price gives the simplest 
instruction known to business—to regain 
the advantage by cutting cost or to move 
on to a field where effort and risk are 
better paid. Government credit and agree- 
ments to restrict output disregard the 
warning of low prices and economic pres- 
sure. They cut down the flow of surplus, 
which is society’s life blood and the only 
hope of the unemployed. The key to pros- 
perity is price-equity as between different 
industries or different countries. We. can 
see light if we let prices go where they 
will.. By Seth Axley. Barron’s, March 9, 
1931. p. 3:2. 


Mergers in Abeyance 

There are no simple rules by which the 
legality or illegality of a proposed or exist- 
ing merger can surely be determined. 
Neither the number of competitors left in- 
dependent nor the percentage of production 
controlled affords certain test. Rather it is 
a question of the real object of the merger, 
as exemplified by its attitude and policies 
toward its customers, employees and com- 
petitors. If it works for the good of the 
public by effecting economies which result 
in lower prices, if it keeps wages at a 
reasonably high level. and does not attempt 
to suppress competition it is in no great 
danger of prosecution. A list of things 
prohibited by the Sherman Act is given. 
By Johnson Heywood. World's Work. 
March, 1931, p. 64:4. 


interest to every member of a utility com- 
pany’s staff and not just to the public rela- 
tions department alone. 

4. We should give the public the facts 
regarding our industry. 

5. We should ascertain what we have in 
common with people and adopt the “you” 
viewpoint of presentation rather than the 
"Er 


viewpoint, 
6. We should suly-40-c0me ef the ease 
flagrant attacks which are being made 
against our industry. By Harry Reid. Pub- 
lic Utilities Fortnightly, March 5, 1931, p. 
259 :11, 
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FINANCIAL MANAGEMENT 


Small Loans and Retail Credits 

A consideration of the place of the small 
joan business in retail credits. The con- 
clusion is drawn that properly constituted 
and properly conducted financial institu- 
tions serve the credit need of the family 
and the small business-man, just as prop- 
erly constituted and properly conducted 
financial institutions furnish a like need and 
value to large-scale business. Inasmuch as 
maintenance of active purchasing power by 
the vast majority of the country’s popu- 
lation of moderate means is essential to 
the support of retail trade, which in turn 
is reflected in stimulation of the nation’s 
commerce and industry, and since active 
purchasing power is dependent upon ready 
resources of the purchaser to make useful 
purchases on an advantageous basis, the 
judicious extension of credit to the 85 per 
cent of the nation’s population that does 
not possess the usual bankable credit is 
among the most important pillars of our 


economic structure. It is, therefore, a 
major element in maintaining the perma- 
nent prosperity of the nation, Address by 
Dwight L. Hoopingarner, March 18, 1930, 
13 pages. 


The Banking Structure of the Seventh 
Federal Reserve District 

The purpose of this analysis is to show 
the banking structure of the Seventh Fed- 
eral Reserve District, indicating particu- 
larly the tendency in regard to member- 
ship in the Reserve System and the change 
which has taken place in the reserve posi- 
tion of the banking imstitutions. A some- 
what larger proportion of the state banks 
were in the Reserve membership in 1920 
than in 1929. In 1929, 7.1 per cent were 


the end of 1929 their reserve position had 
declined to less than 19 per cent of de- 
posits. The state-chartered banks of the 
district have likewise experienced a decline 
in working reserves relative to total de- 
posits; at the end of 1910 these banks 
showed $22.82 of reserves for every $100 
of deposits compared with only $13.22 by 
the middle of 1928. A notable falling of 
in cash holdings and balances in other banks 
relative to deposit liability took place. 
Daiwersity of Illinois Bulletin, No. 33, 
January 13, 1931, 63 pages. 


Price-Fixing, an Economic Fallacy 
The law of supply and demand will not 
be defeated. The way to prosperity is to 
let production and consumption adjust 
themselves to each other under the influ- 
ence of prices, without any attempt arti- 
ficially to influence either production or 
price. The marginal producers who will 
thus be eliminated from one field will find 
better pay in lines financed by the profit 
which their relieved competitors will be 
compelled to put to work. Mr. Woodlock 
exposes some common misconceptions rela- 
tive to competition and suggests a littl 
more hardness of head in our economic 
thinking. By Thomas F. Woodlock. 
Barron’s, March 23, 1931, p. 21:1. 


Management of Unit Banks 

“Unit bank” in the terminology of bank- 
ing connotes a bank independently owned 
and managed. It is a bank that is not af- 
filiated with other banks through stock 
ownership or interlocking directorates. 
Such banks may be said to belong to the 
old order that existed in the United States 
before the days of branch banking, group 
banking, chain banking and similar devices 
of banking control. This study deals with 
several hundred independent banks, chosen 
at random, situated in widely separated 
communities in the Seventh and Ninth Fed- 
eral Reserve Districts. It is a study of the 
effectiveness of management as revealed 
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in the types of investment,, the liabilities, 
the amounts and sources: of income, and the 
expenses of the various banks. 

The method. of ratio analysis is. followed 
in the study, by which differences in man- 
agerial efficiency may be observed without 
regard to the relative sizes of the various 
banks. The conclusions point to the fact 
that small banks under independent man- 
agement may be profitable with reasonable 
safety to the funds of depositors. By 
Charles L. Jamison. Michigan Business 
Studies, February, 1931, p. 217':63. 


Financial Position of Corporations is 
Better Now Than im the Last 
Major Depression of 1920-21 
Despite all the current ills of business, 
corporations in the aggregate are in better 
fmancial condition now tham im the depres- 
sion a decade ago. This is shown clearly 
in new compilations of published reports 
of 433 corporations whose figures are avail- 
able for the years 1920-21 ard also: for 
1929-30: Some wealenesses are indicated, 
but on the average the corporations have 
their houses im better order. The results 
classified by 20 industrial lines are shown 
in a table accompanying thie article. Ernst 
& Ernst Weekly Bulletin, No. 296, Aipril 

7, 1931, 4 pages. 


Fixed Trusts: An American Phenomenon 

In viewing the probable tuture of the 
fixed trust from a long-term pvint-of-view 
the author raises the question asi to: whether 
it is not reasonable te expect. that the more 
efficiently-operated management trusts will 
be able to show greater profits and fewer 
losses than the fixed trusts over a 20- 
year period. The advocates of the fixed 
trust will reply that results to date do 
not justify a belief that the management 
trusts will: adhere to sound investment 
doctrines and exhibit such unusual acumen 
as to give their shares greater investment 
merit today than that of the better fixed 
trusts. It.is the force of the latter con- 
tention which no doubt accounts for the 
admittedly greater popularity of the fixed 
type of investment trust. By Ernest T. 
Clough. Barron's, March 16, 1931,. p. 24:2. 


Should the Financial Executive Control 
Inventories? 

While the theory of organization which 
puts control of inventory in the hands of 
the financial department of the company 
is not novel, it is far from typical. That it 
may possess many advantages is proved 
by the author’s description of a set-up 
where the financial officer is made respon- 
sible not only for obtaining and maintain- 
ing working capital commensurate with the 
needs of the business, but also for keeping 
it working—for obtaining, in other words, 
highest possible turnover of inventory. By 
Wilfiam V. Lindblom. Factory and Indus- 
trial Management, March, 1931, p. 439 :3. 


Right Years of Budgetary Control 

The President of the McGraw-Hill Pub- 
lishing Company, Inc., outlines the func- 
tions of the company’s budgetary control 
and sets forth some of the concrete advan- 
tages which have accrued. According to 
the writer an accurate budget, in provid- 
ing the basis: for elimination of waste, for 
development of sound plans, for the coordi- 
nation of departments and for profitable 
operation, is the foundation of efficient and 
effective management. By Malcolny Muir. 
Ezxecutwes Service Bulletin, March, 1934, 
p. 3:2. 


Pace Accounting to Production 

This article describes a “daily Business 
indicator” devised and used by the writer 
to present an effective summary of each 
day’s business while there is still time to 
use the facts in controlling tomorrow’s op- 
erations. It is a condensed statement of 
condition. It shows the earnings for the 
current day and for the year to date. It 
ties in with the balance sheet and ledger 
accounts, and serves as a continuous audit 
control over daily transactions. Tt discloses 
weaknesses in time to remedy them, and 
places the industrial business on a par with 
the banks, which know daily their increases 
to surplus in excess of dividend require- 
ments. By the daily business indicator ac- 
counting is done by the exception plan; 
the increases or decreases of the various 
accounts for the current day are added to 
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or deducted from the previous day’s 
figures. Figures for the indicator come 
directly from the basic records in the 
various departments, and are posted to a 
control ledger sheet, of which there is one 
for each account on the business indicator. 
Which figures are important will, of course, 


Insurance 


Two Years of Automobile Fleet 
Operation Without Accident Claims 
The Timken-Detroit Axle Company has 

been successful in closing two years with- 
out a lost-time accident among its drivers 
who have worked a total of 24,000 man- 
hours, operating 12 trucks. No accidents 
occurred to equipment and therefore there 
were no expenditures for truck maintenance 
due to accident causes. 

This safety record is due largely to care- 
ful inspection of brakes, lights and all 
other safety appliances, safety education for 
drivers, and a weekly conference where the 
correct methods of driving are discussed. 
If a driver has a mishap during the week, 


The Insurance Press, April 4, 1931, p. 875. 


Use and Occupancy Insurance Forms 
Insurance companies have written busi- 
ness interruption policies for a long time 
but haven’t succeeded in devising a form 
that adequately covers every situation. 
There is little precedent established by 
court decisions because there are so many 
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depend on the business; the indicator j; 
flexible and can be adapted to the needs 
of any business. An illustrative case js 
described and the daily business indicator 
for it given. By George E. O’Brien Fa. 
tory and Industrial Management, March, 
1931, p. 408:3. 


out per diem indemnity does not work out 
equitably in most instances because of vari- 
ations in sales volume, production, and 
earnings, and requires more frequent 
appraisals of use and occupancy values than 
is feasible for the average firm. 

In an effort to overcome these objec- 
tions the author’s company and its insurers 
have formulated the “Parker” form which 
pays for actual loss sustained without ref- 
erence to period of suspension. Coverage 
is based on average experience. The con- 
tributory clause is in the nature of a guar- 
anteed amount clause and as long as the 
insured carries an amount of insurance 
equivalent to the guaranteed amount, he 
cannot become a co-insurer on a partial 
loss. A note is added that the author 
will describe a method of arriving at use 
and occupancy values in the May issue. 
By P. D. Betterley. System, April, 1931, 
p. 288 :2. 


Aircraft Underwriters Publishes First 
Manual for Aviator Cover 


In order to enable agents to quote pre 
miums on coverage for risk of physical 
damage to the air carriers and aircraft 
liability risks the United States Aviation 
Underwriters has prepared a 16-page 
manual of forms and rates. In addition 
to stating a concise formula for arriving 
at approximate rates, the manual gives @ 
sound working idea of aviation insurance 
and its application. It is divided into six 
parts including a description of how aif- 
craft insurance is written, the method of 
determining the insurability of aircraft 
risks and rates and The Insur- 
ance Field, April 16, 1931, p. 8:2. 
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Our Company Unemployment Reserve 
Plan 


The president of the Leeds and Northrup 
Company describes the operation of their 
unemployment fund which was inaugurated 
in 1923 with an initial deposit of $5,000 
to which was added 2 per cent of each 
payroll until the fund equalled twice the 
largest payroll in the preceding twelve 
months. Control of the fund is vested in 
a committee of 5 members, of whom 3 
are appointed by the Council of the Coop- 
erative Association and 2 by management. 
By Morris E. Leeds. The Service Letter, 
March 30, 1931. 


Insurance in a “Package” 
Tendencies in social insurance include 
the growth of “package” or “complete pro- 
tection” insurance. The first one-package 
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plan was devised in 1925 and now there 
are 25 such plans. -Such a combination 
of a retirement pension, life, health and 
accident insurance naturally appeals to the 
worker. These complete protection plans 
vary to suit the needs of the different 
companies. Trends in social insurance are 
traced. By Norman C. Firth. System, 
April, 1931, p. 269:4. 


Record Insurance by General Motors 

The inclusion of dealers and their em- 
ployees in the group insurance plan of 
General Motors brings the total of this 
coverage well beyond $500,000,000. That 
this cooperative plan is appreciated is 
proved by 99.6 per cent participation by 
the employees. New York Times. March 
16, 1931. 


Space: Location, Equipment, Arrangement 


More Speed for the Precious Order 

In order to send as many orders through 
the office and to ship as many as possible 
on the same day the hours of the various 
departments of E. J. Brach & Sons are 
staggered. The mailing department starts 
work at 6:30 A. M., the credit department 
at 7:15 and the order handling department 
half an hour later. A belt conveyor has 
been installed to eliminate delay between 
departments and to distribute the work 
evenly through the day. A pneumatic tube 
takes the orders to the shipping room. 
By I. R. Wagar. System, April, 1931, p. 
293 :1. 


Modern Mechanical Equipment for the 
Trust Department 

The subject of efficient mechanical equip- 
ment and modernized accounting control in 
a trust department is treated in a practical 
manner in this article. In addition to trust 
accounting machines and addressing ma- 
chines other modern equipment suitable for 
the trast department includes: dictating 
machinés, calculating machines, proper 


vault equipment and control, filing equip- 
ment, a well planned tickler system, a 
complete system of forms. Factors of 
efficiency in connection with equipment for 
the trust department are simplicity, stand- 
ardization and flexibility. By Charles A. 
Schreyer. Trust Companies, March, 1931, 
p. 311:4. 


Correct Posture Aids Production | 
Industrial fatigue constitutes a most 
aggravating business leak, costing . our 
industrial establishments many millions of 
dollars annually. Wherever. the employee is 
a sedentary worker, whether in factory or 
in office, posture invariably plays a most 
important role in the production of fatigue. 
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@ marked conservation in their general 
health, By J. R. Garner. Factory and 
Industrial Management, April, 1931, p. 
629 :1. 


Direct Direction 

To get a quick estimate of your own 
office efficiency, chart the flow of your 
office work. Mark on paper the actual 
course of an order from the time of its 
receipt until it is billed and the line may 
remind you of a meandering country 
stream. The physical layout and routing 
of the work must be considered first. Then 
there should be provision for making the 
work flow rather than spurt. The greatest 
output, fewest errors and lowest cost result 
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when work goes through an organization 
at an even pace. There is a psychological 
value in remodelling office quarters and i{ 
the revision is logical and a real improve. 
ment the new morale will last. Carefyj 
consideration of office equipment will help 
to reduce overhead. Desks, files and chairs 
are tools in the production of office work, 
They can slow up a job or accelerate it, 
The needs of each department and some- 
times of each individual must be analyzed, 
so as to provide maximum utility in mini- 
mum space. This is the first of a series 
of 6 articles on office management and 
administration. By H. P. Preston. Credit 
and Financial Management, February, 1931, 
p. 18:4, 


Organization: Job Analysis, Employment, Pay, Tests 


_ A Survey of Office Practice and Trends 

The new science of office management 
has induced a constant study of methods, 
standards of work, and the proper selection 
of employees and of mechanical equipment. 
These studies have resulted in such marked 
increases in output of work for payment 
made, that management is sure the costs 
have been. reduced, even though the amount 
saved is not definitely known. The greatest 
single factor in methods of reducing office 
costs is that of better grouping of office 
functions, combined with the adaptation of 
the factory’s straight-line procedure to the 


By John. R. Morse. The Society of Indus- 
trial Engineers Balletin, February-March, 


exact number is determined by weighing 
the mail, The personnel necessary in each 
department is calculated and. supplied. In 
this way the order handling cost has been 
materially reduced and the service im- 
proved. By W. J. Schwartz. N. O. M. A. 
Bulletin, December, 1930, p. 8. 


Correcting Peak Loads in Office 
Operation 

Suggestions for regulating office work 
include the training of people in steno 
graphic and clerical divisions for trassfer 
to other work, using the original ordet 
as attthorization to the factory, a standard 
invoice, staggering certain operations in 
the bookkeeping department, organizing the 
accounting procedure so that it will readily 
produce data for the Income’ Tax. An 
office production schedule, setting out the 
dates when various data is required makes 
the flow of work smoother. By S. Z. 
Cramer. N. O. M. A. Bulletin, December, 
1930, p. 11. 


Job Studies 
Experience over a period of years in the 
Milwaukee Electric Railway and Light 
Company has developed a form which is 
useful as a guide in interviewing and 
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another which may be used in summariz- 
ing such information after it has been 
gathered. The reverse side of the second 
form presents specifications for a job. The 
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by-products of job analysis are many and 
the process itself need not be formidable. 
By S. M. Shellow. System, April, 1931, 
p. 284:2. 


Records: Forms, Charts, Cards, Files, Statistics 


Accounting Methods in a Clock 
Company 
The accounting system of the Western 
Clock Company is carefully outlined. By 
L. J. Stewart. N. A. C. A. Bulletin, 
February 15, 1931, See, 1, p. 965:12. 


Closing Books of Account on the 
Fifth of the Month 

Promptness and dispatch must ever be 
an objective of industrial accountants. In 
this article Mr. Rea presents some very 
practical rules and suggestions which will 
enable the accountant to close his books 
promptly on the fifth of the month. By 
George Rea. N. A. C. A. Bulletin, March 
15, 1931, Sec. 1, p, 1125 :15. 


A Full Statement Every Day 
The active officers of every bank have a 
great many details with which they must 
be familiar and it behooves them so to 
organize the every-day events of the force 
that the information they desire is immedi- 


ately available and in such form that a 
glance tells the story. The president of the 
First National Bank, in Carthage, Mo., has 
worked out a synopsis of the General Bal- 
ances, so that a combination of the figures 
put in a few totals tells him the story of 
the day at a glance. These combinations do 
not differ greatly from the combinations 
that are required for the official called 
statement, but can be combined in a way 
that shows the officers in charge just what 
progress has been made, whether the Cash 
and Due From Other Banks is mounting 
so that new investments must be sought, 
whether the Loans and Discounts are in- 
creasing or decreasing in proportion to the 
Total Deposits, whether the Cash in Vault 
is sufficient for demand only, or to ture 
hold-ups and burglaries, and, perhaps, most 
of all, just what the daily growth of the 
figure Current Net is. For illustrative pur- 
poses a representative daily statement is 
reproduced. By Mildred Pence. The Bank- 
ers Monthly, March, 1931, p. 149:2. 
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Industrial Economics: 
Immigration 


Business and the Sherman Law 

Perhaps much of the criticism of anti- 
trust legislation, especially of the Sherman 
Act, has been due to a misconception of 
the laws and of the conditions which pro- 
duced them. The Sherman Act was in- 
tended by its framers to extend the prin- 
ciples of English common law to the new 
business situation which was developing in 


Labor and Capital, Legislation, Wage Theory, 


America, and to regulate this business in 
socially desirable ways. 

In England, in contrast to the develop- 
ing American policy of control of com- 
binations, the legal and legislative tendency 
has been to leave the business man free to 
organize in order to cope with new situa- 
tions. The policy of regulation by court, 
statute, and even by business itself is much 
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more highly developed in the United States 
than in England. By C. F. Taeusch. 
Journal of Economic and Business History, 
May, 1931, p. 446:17. 


Why Our Anti-Trust Policy Will be 
Modified 

American commercial policy is founded 
on the idea cf competition as the force 
which secures the maximum of good for 
the maximum number, and this idea will 
not be abandoned. Congress will never re- 
peal our anti-trust laws, though it may 
modify them, and it is toward modification 
rather than repeal that wise business men 
look. Broad public policy rather than 
benefits to any individual units in trade 
and industry, or even groups of trade and 
industry, will determine ultimately our 
course of action. This means that those 
groups which are advocating a change in 
anti-trust policy must test their own plans 
in the light of whether they contribute to 
the general economic welfare as well as to 
their own individual welfare. Public con- 
trol of big business through governmental 
action is established and will continue. The 
new wave of doubt arises out of recogni- 
tion that the old laws are prohibitions, 
negative in their effect. Freedom of self- 
government by business is limited by the 
existing anti-trust statutes and by the 
absence of legislation giving positive legal 
status to the desires of trades and industries 
to police themselves beyond the limits of 
the enforceable law. For this reason our 
anti-trust policy will be modified. Ernst & 
Ernst Weekly Bulletin, No, 290, February 
24, 1931, 4 pages. 


Five-Day Week and Other Recent 
Proposals for a Shorter Work Week 
- This comprehensive list of references 
prepared by the Librarian at the U. S. 
Department of Labor includes: the five- 
day-week movement in the United States; 
other recent proposals for a shorter work 
week; and the shorter work week move- 
ment in other countries. By Laura A. 
Thompson. Monthly Labor Review, Feb., 
1931, p. 501:18. 
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The Insecurity of Industry 

A collection of papers on the unemploy. 
ment situation and suggested policies and 
programs for its relief include various as. 
pects of industrial insecurity and as many 
approaches to the problem. Government 
statistics are followed by the views of 
social workers, representatives of industry, 
organized labor and economists. The 
Annals, March, 1931, 


Handbook of Labor Statistics 
1929 Edition 

A useful compilation containing statistics 
and general information in a concise form 
on the following topics: apprenticeship; 
arbitration and conciliation; child labor; 
cooperation; cost of living; economic 
changes; employment statistics; housing; 
immigration and emigration; industrial 
accidents ; industrial health ; industrial home 
work; insurance and benefit plans; labor 
organizations; labor-management coopera- 
tion; medical and general health service; 
minimum wage; old-age pensions and re- 
lief; wholesale and retail prices; produc- 
tivity of labor; recreation facilities for in- 
dustrial workers; strikes and lockouts; 
turnover of labor; unemployment insurance 
and relief; vacations with pay; wages and 
hours of labor; women in industry; and 
workmen’s compensation. Bulletin of th 
U. S. Bureau of Labor Statistics, No. 491, 
August, 1929, 914 pages. 


Our Manufacturing Worker and His 
Wage 

A study, illustrated by tables and dia- 
grams, of the wage trends of the 70-year 
period from 1859 to 1929. The main story 
of the figures given is that wages have 
steadily increased even during long-term 
periods of declining prices and declines 
have been temporary and but mere in- 
cidents in the progress of events. Wages 
not only tend, through the decades, to rist, 
but they tend to rise faster than profits 
They rise when prices are falling—witness, 
1921 and 1927, as well as 1897 and 188. 
And they everlastingly hold their gains and 
consolidate them into bigger ones. The 
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American standard of living has consist- 
ently forged ahead. By Sidney G. Koon. 
The Iron Age, April 16, 1931, p. 1247:4. 


Stabilizing Employment 

This collection of articles includes a 
treatment of the subject from various angles 
such as: Unemployment Insurance for the 
United States; Why Unemployment Re- 
serve Funds? ; Sound Basis for Legislation ; 
Experience Demonstrates Advantages ; The 
Dole in New York City; Industrial Fluctu- 
ations and Unemployment; and several 
chapters on legislation and public works. 
The American Labor Legislation Review, 
March, 1931. 


Maintaining Wages Viewed Pro and 
Con 


Opposing views on the subject of wage 
maintenance from two eminent economists 
representing both sides of the question are 
presented. The one economist believes that 
waste is still rampant in industry and that 


Benefit Systems and Incentives: 
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its elimination should be the first consid- 
eration of management rather than a reduc- 
tion of wages. The other economist doubts 
whether costs can be cut sufficiently to 
offset the lowering of wages. He believes 
that wage reductions are inevitable. The 
New York Times, April 12, 1931, p. 18N. 


Kellogg President Hails Six-Hour Day 

The six-hour day, introduced last Decem- 
ber for the 2,000 employees of the Kellogg 
Company (cereals) factory is a complete 
success, according to a recent statement of 
the president, Lewis J. Brown. The four- 
shift system of six hours each has cut down 
overhead, increased the basic wage scale, 
resulted in the employment of 20 per cent 
additional persons and proved profitable for 
the stockholders. Mr. Brown added: “The 
plan has proved so satisfactory that so far 
as we can see now we shall adopt the six- 
hour day as a permanent operating policy.” 
New York Times, April 15, 1931. 


Pensions, Vacations, Profit Sharing, 


Wage Plans, Suggestions, Stock Ownership 


For Group and Unemployment Insurance, see Insurance Section. 


The Revised Plan for Annuities and 
Insurance of the Standard Oil 
Company of New York 
A statement of the main outlines of the 
recently adopted pension plan of the 
Standard Oil Company of New York pre- 
faced by a letter from the Chairman of the 
Board to the employees explaining the 

move. 11 pages. 


Employees Paid $462,000 in Eight 
Years for Ideas 

A steady increase is recorded in the 
number of suggestions made by employees 
of the General Electric Co., Schenectady, 
N. Y., for improvements in manufacturing 
methods, equipment and products. The 
number submitted in 1930 was 29,919, and 
of these 9,618, or 31.2 per cent, were 
adopted. The company paid for the sug- 
gestions a total of $94,091. In the past 


eight years its factory employees have re- 
ceived awards totaling $462,168 in cash or 
General Electric Employes Securities Cor- 
poration bonds. Steel, April 2, 1931, p. 23:1. 


Employee Profit-Sharing 
An employee profit-sharing plan has just 
been put into operation in the Purity 
Bakeries Corporation employing 5,500 
workers in more than 53 bakeries in 13 
states, organized on the basis of a manage- 
ment corporation interposed between the 
employer who earns the profit and the em- 
ployees who share in its distribution. The 
details of the plan are given. Industrial 

Relations, March 21, 1931, p. 124 :2. 


Mead Stock-Purchase Plan 
An outline of some of the more important 
provisions and conditions of the recently 
revised plan of the Mead Corporation (pulp 
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and paper), which makes stock available 
to ail employees of one year or more stand- 
ing, under the provisions of a five-year, 
payroll-deduction payment plan, with credit 
allowances for length of service, dividends 
and bonus. Mead Co-operation, April, 
1931, p.. 3:5. 


The Case Against State Old-Age 
Pensions 

Some reasons for the exercise of care 
and caution in the matter of charitable 
legislation. The general effects in two 
countries—Australia and England—of the 
payment of cash either by pension or dole 
to those who can base their claims upon 
need, have been far from favorable, In the 
American states which have adopted the 
plan there has been no stampede to adopt 
the cash pension. Of Wisconsin’s 72 
counties, 63 are staying on the old basis; 
in Minnesota only six out of the 87 counties 
have exercised their option to use the cash 
payments; and in Montana, where the pen- 
sion law has been in force seven years, 10 
of the 56 counties have elected not to avail 
themselves of the pension opportunity. 

The general effect on industry will be 
an increased tax rate; on the individual 
plant, a lowering of general standards; 
reduction in the real earnings of employees 
by comparison with the situations of those 
who are enabled to live without working; 
penalizing of younger-age effort, by sub- 


sidizing older-age distribution; raising 
manufacturing costs; depressing standards 
of living, while increasing the cost of liy- 
ing; it will prepare a fertile field for the 
dole and other “social” agitation to take 
root and grow. The conclusion follows: 
the state old-age pension will never be 
more than a questionable and political 
substitute for the poorhouse; indeed, it will 
never be any substitute for it. By C. 0. 
Wary. Industrial Relations, March 21, 
1931, p. 109:5. 


The Bethlehem Bonus System 

In a message to the stockholders of the 
Bethlehem Steel Corporation, dated March 
2, the Chairman of the Board attempts to 
clear the lack of understanding which seems 
to attend the company’s prefit sharing plan. 
In a statement of the growth and develop- 
ment of Bethlehem’s bonus plan Mr. 
Schwab stresses these points; payments 
made to employees represent compensation 
for services rendered and are not gratuities; 
neither he, nor any of the Directors except 
those who have been active officers of the 
Corporation or its subsidiaries has ever 
participated in any way, directly or in- 
directly, in the payments made under the 
bonus system; it is the belief of himself 
and of the Directors that the bonus system 
has been one of the principal factors in the 
success of the corporation. By Charles M. 
Schwab. 23 pages. 


Plant: Location, Lighting, Heating, Ventilation 


Mix a Little Psychology With the 
Paint 

The original investment for good paint 

in suitable colors is never great, especially 

when one considers the dividends that are 


working conditions and the work itself. 
Upon the wall finish rests the efficiency of 
the installation of any lighting system. A 
semi-glossy paint will produce the most 
practical finish for factory interiors as it 
will combine the proper light reflecting 


qualities together with easy cleaning prop- 
erties. In order of their reflective properties 
are the colors: white, cream, light yellow, 
buff, yellow-green, light red, light blue. 
More and more managements are coming 
to realize the benefits to be derived from 
well lighted rooms. Some plants even have 
their machinery painted a sand color or 
light grey, thereby increasing still further 
the lighting facilities of the room. By D. J. 
Miller. Mill & Factory Illustrated, April, 
1931, p. 50:3. 
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Shop Methods: 


Motion Study Applied to Group Work 

A presentation of some of the factors to 
be considered when using the motion- 
picture camera to study a group of work- 
ers. A preliminary examination of the job 
should be made to determine the best con- 
ditions for the making of a true analysis 
of the operation with the camera. The 
study of an operation involving cycles of 
approximately eleven seconds duration, per- 
formed by a group of seven men and the 
resultant recommended changes, detailed 
here, resulted in substantial savings: pro- 
duction has been maintained with 4% men 
instead of seven; fatigue has been greatly 
lessened; cost has been reduced about 26 
per cent; average earnings of the indi- 
viduals in the group have increased about 
19 per cent. By J. A. Piacitalli. Factory 
and Industrial Management, April, 1931, 
p. 626 :3. 


Handling Materials at. the Postum 
Company 

This paper offers a discussion of various 
types of conveyors. in general use, together 
with descriptions of a few. specialized con- 
veyors. Practically every phase of manu- 
facturing at the Postum plant embraces 
operations performed on the material in 
course of handling—especially is this true 
of modern automatic packaging machinery, 
referred to in this article. An enlarged 
section treats with the operation and 
mechanical details of the “intercommunica- 


Research and Experiment 


Research—the Only Defense Against 
Inter-Commodity Competition 

The standard recommendation for a 
manufacturer faced. with: general overpro- 
duction. or slow growth due to operating 
in.a closed market is diversification and 
the development of new products. The 
scientific research laboratory is a tool of 
both offense and. defense in the higher 


Industrial Engineering, Standardisation, 
Setting, Time and Motion Study 
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ting pilot-car package-conveying system” 
used as a connecting link between shipping 
points. This system automatically handles 
a wide variety of cased products and offers 
selective loading at each of four shipping 
points. It has effected considerable econ- 
omies and has made it possible to utilize 
widely separated storage spaces, more or 
less as a unit. By P. P. Pratt. Transactions 
of the A. S. M. E., January-April, 1931, 
p. 49:10. 


A Comparison of Actual and Normal 
Working Time in Standard 
Machine-Tool Occupations 
By H. LaRue Frain. Journal of the 
American Statistical Association, March, 

1931, p. 30:6. 


Sixteen Avenues to Cost Reduction 
Through Mechanical Handling 
Simplification of stock-keeping; Makes 
integration possible; Co-ordination of op- 
erations ; Aid to production control ;, Auto- 
matic pacemaking; Conservation. of. floor 
space; Increasing the manufacturing unit; 
Mechanization of time-keeping; Reduction 
of stock in process; Shortening the pro- 
duction cycle; Reduction of fatigue; Cut- 
ting transportation cost; Expediting process 
reorganization; Quickening thé inventory 
turnover; Mechanization of harid opéra- 
tions; Decrease in supervisory effort. Each 
is discussed. By John H. Van Deventer. 
The Iron Age, April 9, 1931, p. 1166:3. 


strategy of inter-commodity competition. It 
serves its firm in opening: new. fields and in 
guarding. against attack in old ones. The 
value of such a laboratory in cooperation 
with sound economic planning and guidance 
is recognizéd by some of the more progres- 
sive companies. The Iron Age, March 19, 
1931, p. 924 :2. 
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Research—Traffic Signal for Business 

The first requirement of all research is 
freedom. The second is courage. The in- 
vestigator must know what he is looking 
for and where to find it. He must conduct 
his investigation with complete freedom 
from bias and prejudice and must have 
courage to report what he finds and advise 
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as his conscience dictates. College labora- 
tories are making strides in product re. 
search of which the silent type of single 
phase motor is an example. Other instances 
of market, product and performance re- 
search are given. By Harold B. Pickering, 
Sales Management, March 21, 1931, p. 
506 :2. 


MARKETING MANAGEMENT 


Is House-to-House Selling a Subject of 
Interest to You? 

The advantages and disadvantages of 
selling-direct are commented upon by lead- 
ers in this field of marketing. The out- 
standing successes have been those prod- 
ucts which demand more demonstration, 
educational work and specialization than 
are normally available through retail out- 
lets. Mr. Fuller, founder of the brush com- 
pany, says that the two chief difficulties 
are getting the men and getting them into 
the homes. Much of the success of the 
principal firms using direct methods of dis- 
tribution is due to the careful preparation 
of the market by advertising in magazines, 
newspapers, direct mail and radio. By B. 
R. Canfield. Marketing, April 11, 1931, p. 
221 :3. 


Fashion Knows Where She is Going 
Careful merchants not only have learned 
to forecast coming fashions, they have 
devised a mathematical formula to help 
them in making these predictions. Profits 
in merchandising come from having goods 
for sale when they are in fashion. To deter- 
mine what is in fashion at present it is 
only necessary to go out among the classes 
of people in whom you are interested, count 
the number following any given fashion 
and determine the ratio of this number 
to the total group, the count showing pre- 
cisely what the current fashions are, and 
their relative importance to each other and 
to the total number of consumers. The 
future trend of present fashions may like- 
wise be determined by making successive 
periodical counts of fashions actually in 


use, plotting these by percentages or other 
convenient indices in graphic form and 
noting the directions of the resulting 
curves. Such graphic representation may 
then be projected into the future and style 
movements forecast or predicted. The 
technique of checking early style experi- 
ments to determine their future fashion 
potentiality calls not only for wide obser- 
vation but also for keen judgment on pos- 
sible reactions to new styles. This is the 
work of the fashion observer or stylist who 
may be helpful to organiaztions dealing 
in fashion goods. By Paul H. Nystrom. 
Nation’s Business, Apfil, 1931, p. 40:4. 


The Importance of Fact-Finding 

Confronted with the problem of how to 
improve the profit position of all of its 
dealers, particularly those who for some 
reason or other are in an unfavorable 
operating position, General Motors Cor- 
poration recognized the importance of fact- 
finding. The development of this idea of 
fact-finding resulted in the organization of 
an entirely new activity—Motor Account- 
ing Company. The primary idea was to 
furnish a staff of expert fact-finders spe- 
cializing in the automotive industry who, 
working as a unit with a single purpose 
in mind could provide the fact-finding 
apparatus and a method of maintaining the 
integrity of that apparatus once installed. 
There are in reality three parties involved 
in this effort to secure an increase in 
gross profits and a reduction in expenses: 
the Motor Accounting Company whose 
duty and responsibility is the finding of 
facts; the dealer who capitalizes the facts; 
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and the sales organization of the manu- 
facturer who can contribute through co- 
operation with the dealer in analyzing and 
interpreting the facts and, through the 
establishment of standards of performance, 
guide all dealers. It is not only all- 
important for each dealer to know the facts 
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but also to make use of them construc- 
tively and effectively after they have been 
made available. A Message to General 
Motors Dealers and their Bankers from 
Alfred P. Sloan, Jr., President, General 
Motors Corporation. No. 1, March 20, 
1931, 23 pages. 


Salesmen: Selection, Training, Compensation 


Training Jobber Salesmen to Manage 
Their Own Territories 

The General Sales Manager of the 
Edison Lamp Works of the General Elec- 
tric Company describes their plan for 
training jobbers’ salesmen. In the first of 
a series of six books there is an exposi- 
tion of the changed conditions which the 
jobbers face and an analysis of the steps 
the salesman must take in order to meet 
them. The efficient operation of a terri- 
tory must include: an examination of the 
territory to see where distribution is good, 
an intelligent method of obtaining new 
outlets where they are needed, and an 
effective program to improve and maintain 
the sales ability of dealer accounts. Each 
of these subjects will be dealt with by a 
jobber executive who has distinguished 
himself in the particular field discussed. 
The course is presented with the hope that 
the combined ideas of a number of suc- 
cessful jobber executives, many of whom 
were former jobber salesmen, on the gen- 
eral problems that every salesman has to 
face, may be of practical value to him in 
serving as a guide for his thinking about 
his territory and about his work. By E. 
E. Potter. Sales Management, April 18, 
1931, p. 105 :2. 


Salesmen’s Automobile Allowances and 
Expense Control 

This analysis of the plans of several 
hundred companies which have been oper- 
ating automobiles for sales purposes over 
a number of years includes data on com- 
pany-owtied vs. salesmen-owned cars, vari- 
ous expénse allowance plans, depreciation 


costs, trade-in plans and practices, plans 
for supervising upkeep, instructions to 
salesmen regarding servicing, and neces- 
sary insurance. A general decrease in 
operating costs is apparent. The strongest 
sponsors for company ownership are the 
organizations operating large fleets, but the 
use of salesmen-owned cars is increasing. 
Report No. 344, The Dartnell Corpora- 
tion. 


Standard Brands Sells Two Markets 
With One Film 

The film recently completed by Standard 
Brands trains the sales force and in cut 
form sells the institution to dealers. After 
the picture has been shown to the sales- 
men, the shortened film will be sent to 
baker and grocer association meetings and 
to Standard Brand assembled groups of 
these retailers. Sales Management, April 
11, 1931, p. 55:1. 


How Can We Inspire Better All- 
Around Performance by Salesmen? 
The compensation plan for salesmen at 

Kingan and Company (meat packers) re- 

wards men for getting volume, boosting 

turnover, increasing gross and net profit, 
pushing specials, exceeding quota and sell- 
ing the full line. Bonuses are based on 

5 points, two of which are based on profit, 

two on volume and one on selling the 

full line. Bonus is only earned and pay- 
able when the salesman has completed the 
full fiscal year of service satisfactorily to 
the company. By D. G. Baird. Sales 
Management, March 28, 1931, p. 536:3. - 
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Stabilizing Salesmen’s Compensation 

The plan of the Stromberg-Carison Tele- 
phone Manufacturing Company benefits the 
company by automatically adjusting sales 
compensation to selling ability, and helps 
the salesman by enabling him to set his 
own salary according to his ability to sell 
in volume, at a good profit and at low 
sales expense. This plan has been used 
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successfully for eight years; Volume is 
weighted 40 per cent, profit 30 per cent 
and expense 30 per cent. Extra compen- 
sation is computed once a year and this 
lessens labor turnover. Ninety-five per cent 
of the sales force are stockholders in the 
company, the custom being to invest part 
of the annual bonus in this way. By B. 
R. Canfield. System, April, 1931, p. 279:2. 


Sales Promotion: Letters, House Organs, Advertising 


No Money in Selling Too Much 

One hundred per cent distribution was 
once the goal of all sales managers. Lately 
many who succeeded in attaining it have 
found their success costly. The number of 
outlets is less important than the kind. 
Selling must be studied. Like any new 
policy selective distribution calls-for cau- 
tion. It is a policy and not a panacea. The 
main steps in the process of adopting a 
plan of selective distribution are given. The 
essential characteristic of any well and suc- 
cessfully advertised merchandise is that it 
has been established in the public mind 
as an acceptable line. This and other char- 
acteristics of advertised goods put them in 
a special class when it comes to consid- 
ering the cost and efficiency of distribu- 
tion. They make of these advertised goods 
(ail other things being anywhere nearly 
equal) lines which it is to the best interest 
of alert merchants to know about, and 
usually to handle. By Paul T. Cherington. 
Nation’s Business, April, 1931, p. 31:2. 


Pabst Gives Salesmen New Visual 
Selling Plan 

This new sales portfolio consists of 94 
pages and has a folding wing on the back 
which is used as an easel during a demon- 
stration. The complete story of the prod- 
ucts is attractively told and helps impress 
the salesmen with the merits of the line 
as well as sell customers more effectively. 
A map of the U. S. shows location of dis- 
tributors of the products and a profit story. 
Examples of various sorts of advertising 
are given. The portfolio has all the eye 


appeal that could be put into it and was 
immediately successful. By D. G. Baird. 
Sales Management, April 11, 1931, p. 52:3. 


Talking Pictures Take Over the Sales 
Talk 

The merchandising program of National 
Lamp Works includes a two-reel color film 
which shows dealers just how the product 
is used. Sun lamps, photoflash lamps, bulbs 
of all sizes are demonstrated in their proper 
settings. There are also scenes which con- 
trast the right and wrong ways to sell 
and better methods of windew and counter 
display are dramatized. A division office 
invites dealers and prospects to a dinner 
where the picture is shown and plans to 
help improve the business are described. 
By Bernard A. Grimes. Printers’ Ink 
Monthly, April, 1931, p. 39:2. 


Constant Centrol of Sales 


The second of twe articles by the General 
Sales Manager of Graton & Knight Co. 
describes how sales efforts have been co- 
ordinated with advertising, how control of 
the sales structure was established and 
how a business budget forecasts profits. 
A sales committee, consisting of the vice 
president in charge of sales, the general 
sales manager, four commodity divisional 
sales managers and the sales development 
manager, meets each month and is the 
clearing house for all matters bearing on 
sales, Each member of the committee 
works out the budget for his own division 
and submits it to the vice president and 
auditor who work it into the general bud- 
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get for the company. This method of 
control keeps every man responsible for 
any function of the sales organization in 


\ 
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touch with what is going on in other 
divisions. By C. O. Drayton. Class & 
Industrial Marketing, April, 1931, p. 32:5. 


Benefit Systems and Incentives: Bonus Plans, Vacations. 


Our Bonus System Works Both Ways 

The General Manager of the Snyder Hat 
Stores describes their annual bonus for 
managers, which is based on net profits. 
In spite of conditions in 1930, one-sixth of 
their managers have increased their net 
profits. The bonus is set up to create effi- 
cient merchandise men and capable execu- 
tives as well as good salesmen. A system 


Retailing 


Why the Chains Won’t Monopolize 
Distribution 

The problem of personnel is the factor 
that places definite limitations on chain 
store growth, as the machinery of organ- 
ization is so intricate and dependent upon 
the complicated factor of the human equa- 
tion. Chains can only thrive in congested 
areas, which leaves the predominating 
volume in the hands of the independent. 
There is also a limit to the profitable ex- 
pansion of a chain. By M. M. Zimmerman. 
Printers’ Ink, March 19, 1931, p. 83:6. 


Recent Changes in Store Policy 


In personnel, there has been a drift away 
from the search for the “superman” type 
of executive. Most stores have learned the 
lesson of the farmer who traveled all over 
the world in search of a rare soil, only to 
find it in his own backyard. It is human 
nature for stores to look abroad for buyers 
and merchandise men who show promise of 
performing remarkable feats, but experi- 
ence seems to bear out the fact that a 
“genius” is always some one who is work- 
ing for somebody else and never for you. 
As a result, stores are now looking to 
their own juniors of today to be their 
executives of tomorrow. Men (and women, 
too) are being asked to serve in three 


of penalties has helped considerably in re- 
ducing unnecessary expenses and in keep- 
ing the stores and the salesmen spruce. 
Each manager receives an itemized state- 
ment of his standing every month, cover- 
ing controllable expenses. By Donald C. 
Blair. Chain Store Age, March, 1931, p. 
32 :4. 


second, as the teacher and trainer of the 
man below; and, third, as the student of 
the job ahead. 

Executive training shows signs of 
becoming more important. Executive 
forums are popular, with their open dis- 
cussions of store problems. Successful 
forums are based upon the following prin- 
ciples: specialization (only one subject dis- 
cussed at a time); illustration (showing 
the actual merchandise or condition) ; and 
discussion (in the form of questions and 
answers). By Benjamin H. Namm. Jour- 
nal of Retailing, April, 1931, p. 3:3. 


The Chain Store as a Social and 
Reonnane Problem 

The executive vice-president of the Na- 
tional Chain Store Association reviews the 
development of chain stores, pointing out 
that they follow the essential axioms of 
retailing in merchandising scientifically. 
By R. W. Lyons. 15 pages. 


Chain Stores That Are Manufacturers 
and Vice Versa 

Chains do not carry on manufacturing 

operations on so great a scale as many of 

us have been led to believe. Neither is 

there any indication that manufacturers will 

become competitors of chains in the retail 
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capacities—first, as the man on the job; fields by opening competitive retail stores. 
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Examples are given of the type of product 
that. the larger chains manufacture and 
package. It appears that in most lines, 
manufacturing and retailing cannot be suc- 
cessfully combined under one management 
By M. M. Zimmerman. Printers’ Ink, 
Feb. 26, 1931, p. 94:6. 


Vending Machine Sells Milk, Repaying 
Buyer for Bottle 

Automatic vending machines, electrically 
refrigerated, which will deliver a 5-cent 
bottle of milk for 10 cents and repay 5 
cents when the bottle is returned, are to 
be located in factory districts by a Phila- 
delphia dairy organization. A companion 
machine will sell “hot dogs.”—Issued by 
the Department of Agriculture. U. S. 
Daily, April 6, 1931. 


Summing Up the Chain’s Past, Present 
and Future : 

The concluding article in this series sum- 
marizes the answers to the 17 fundamental 
questions raised in this survey of the chain 
store situation. The chain appears to have 
mastered the mechanism of buying and sell- 
ing but still has much to learn about per- 
sonnel. The “cash and carry” system of 
selling has been accepted as the shortest 
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cut in bringing commodities at the lowest 
possible cost to the consumer who does 
not need service. By M. M. Zimmerman, 
Printers’ Ink, April 9, 1931, p. 17:6. 


Simplifying the Unit Control System 

The controller of Snyder’s Hat Stores 
describes their perpetual inventory unit 
control system which is simple and effec- 
tive. The forms used in this scheme are 
given. They keep the inventory stock 
liquid, eliminate frozen assets and stock 
shortage, prevent intangible losses through 
failure to fill customers’ demands and give 
an instant group picture of stock items 
by articles for each store. By John Ferrill, 
Jr. Chain Store Age, April, 1931, p. 23:5. 


Vending Machine Sells Individual 
Cigarettes 

A vending machine which offers indi- 
vidual cigarettes at a penny each, for in- 
stallation at strategic places where pennies 
are given in change, has been reported to 
the Specialties Division of the Bureau of 
Foreign and Domestic Commerce. Approval 
of the Bureau of Internal Revenue has 
been obtained for the special cartons made 
to fit the machine. Domestic Commerce, 
April 10, 1931. 


Books Received 


A Picture of World Economic Condi- 
tions at the Beginning of 1930. Na- 
tional Industrial Conference Board, Inc., 
New York, 1930. 196 pages. $2.50. 

Credits and Collections in Theory and 
Practice. By Theodore N. Beckman. 
McGraw-Hill Book Company, New 
York, 1930 (second edition). 599 pages. 
$4.00. 

Corporation Contributions to Organized 
Community Welfare Services. By 
Pierce Williams and Frederick E. 
Croxton. National Bureau of Economic 
Research, Inc., New York, 1930. 347 
pages. $3.00. 

Markets of Empire. By W. H. Willson. 
Effingham Wilson, London, England, 
1930. 280 pages. 7s. 6d. 


Business Law. By Ralph Stanley Bauer. 
J. B. Lippincott Company, Philadelphia, 
1930. 398 pages. 

Prohibition and Prosperity. By Samuel 
Crowther. John Day Company, New 
York, 1930. 81 pages. $1.00. 

Public Ownership Here and Abroad. 
By Harry Laidler. League for Indus- 
trial Democracy, New York, 1929 (third 
edition). 66 pages. 15 cents. 

Our Vanishing Oil Resources. By John 
Ise. League for Industrial Democracy, 
New York, 1929. 20 pages. 10 cents. 

Interest Rates and Stock Speculation. 
By Richard N. Owens and Charles 0. 
Hardy. Brookings Institution, Washing- 
ton, D. C., 1930 (second edition). 221 
pages. $2.50. 





SURVEY OF BOOKS FOR EXECUTIVES 


Unemployment—and Its Remedies. By 
Harry Laidler, Ph.D. League for Indus- 
trial Democracy, New York, 1929. 31 
pages. 10 cents. 

Old Age Security. By Abraham Epstein. 
League for Industrial Democracy, New 
York, 1929. 36 pages. 15 cents. 

Labor Problems. By Gordon S. Wat- 
kins. Thomas Y. Crowell Co., New 
York, 1929 (revised edition). 726 pages. 
$3.50. 
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Cyclopedia of Insurance in the United 
States, 1930 (Annual). Index Publish- 
ing Co., New York, 1930. 957 pages. 

Geschaftsbericht, 1927-1929. Vereinig- 
ung der Deutschen Arbeitgeberverbande, 
Berlin, Germany, 1930. 403 pages. 

Railroad Administration. Second Edi- 
tion. By Ray Morris—revised and largely 
rewritten by William E. Hooper. D. 
Appleton & Co., New York, 1930. 211 
pages. $3.50. 
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Survey of Books for Executives 


The Successful Control of Profits. By 
Walter Rautenstrauch. B. C. Forbes 
Publishing Co., New York, 1930. 239 
pages. $3.00. 

Whether considered lightly as a game, 
or whether taken more seriously as a battle 
or campaign, the conduct of a business con- 
cern may be benefited by a thorough 
understanding of fundamental principles. 
Industry, in its entirety, may have as an 
objective the filling of himan wants and 
desires. Each particular concern has, in 
addition to its part in the social goal, the 
additional objective of endeavoring to carry 
on its activities in such a manner as to 
provide a profit for those individuals and 
associations which have provided the capi- 
tal for the enterprise. 

Such a profit is not necessarily an easy 
matter to provide. Upon the contrary, as 
the income tax returns have clearly re- 
vealed, it is only a surprisingly low per- 
centage of concerns which do operate at 
a profit even during the best of years. Thus 
arises the importance of the successful con- 
trol of profits. 

This book combines a combing of the 
other literature in this field for the more 
essential points and ideas with a masterful 
type of synthesis quite peculiar unto itself. 

The various chapters sweep us through 
a range of business topics. The arrange- 
ment of materials is so logical, however, 
that the reader absorbs point after point 
with little trouble, and the unity of presen- 


tation is so well managed that the picture 
as a whole presents itself with ever-increas- 
ing clarity and distinctness. 

The pages open with the general subject 
of value-changing events, using money or 
credit to procure materials and other neces- 
sary items, the conversion by manufacture 
of certain goods into other more finished 
articles, and the reconversion by merchan- 
dising of these articles back into money or 
credit. The necessity of studying and ful- 
filling the ever-shifting array of human 
wants and desires is the next point to be 
stressed in the opening. 

The field of cost accounting is next dealt 
with. The viewpoint of the presentation is 
not so much that of the accountant or the 
cost-engineer as it is that of the profits- 
assurer. The following quotation sum- 
marizes his views in this connection. 

“The problem, therefore, for any particu- 
lar business is to determine the proper bal- 
ance of all the factors which enter into the 
cost of doing business and to adjust these 
to the varying conditions of sales demand 
and price fluctuations which arise from 
time to time. The characteristics of the 
business must first be determined before it 
can be controlled.” 

A combination of cost-accounts with seli- 
ing and financial data leads to his charts 
and stories dealing with such live topics 
as: 

1. Increase in sales required to justify 
a given plant expansion, 
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2. A break-even chart for each product 
manufactured. 

3. Increase in total sales required to bal- 
ance a given reduction in selling price. 

4. The effect of reducing expenses when 
business declines. 

The discussion of the balance sheet finds 
its chief value in the clear presentation of 
operating ratios. Again, in the discussion 
of operating statements the chief value lies 
in the suggested intertwining of dollar fig- 
ures with other data such as man-power 
and machine hours worked. 

The budget is perhaps the keystone of 
the whole edifice which he erects for the 
control of profits. For here lies the master- 
pattern set for the operations during any 
given fiscal period. Actual operations may 
be checked with the predetermined stand- 
ards set on the basis of past operating per- 
formance and the expectations for the im- 
mediate future. - 

The book has its values for a three-fold 
audience. There is first the academic 
reader whose chief object is to learn prin- 
ciples with little immediate opportunity for 
applications. Secondly, there is the sub- 
altern in the business world who may com- 
bine an increased knowledge of funda- 
mentals with a limited scope of practical 
use. There is thirdly the higher adminis- 
trative worker in the business world who 
can hardly fail to get ideas which will 
prove of benefit in the operation day by 
day of those functions of the organization 
for which he is responsible. There is, in- 
deed, meat for all three classes of readers. 

Joun S. Kem, Economist, 
Dennison Manufacturing Co. 


I'l! Take My Stand. By Twelve South- 
erners. Harper & Bros., New York, 
1930. 359 pages. $3.00. 

In this volume twelve southerners make 
an appeal against the surrender of the 
South’s moral, social and economic au- 
tonomy to the victorious principle of union 
and against the industrialized life of the 
North. 

But their program is hazy—confined 
chiefly to proposing a union of Southern 
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with Western agrarians possibly within the 
Democratic party—possibly in a new party. 
The book is intensely interesting—so wel] 
written as to be subtly persuasive—byt 
not too convincing. It undoubtedly repre. 
sents a remnant of southern thought some- 
what significant for those who would under- 
stand not only the industrial but also other 
phases of the future of the old South. 
W. J. D. 


The Economic Forces of the World. 
Dresdner Bank, Berlin, Germany, 1930, 
176 pages. 

The development of world economy from 
1925 to 1928 is given largely in tabular 
form and the following commodities and 
trades are covered: Agriculture, colonial 
raw materials, industrial sources of en- 
ergy, gas and electricity, metallic raw 
materials, cement, potash, chemicals, cellu. 
lose and paper, textiles, and the electro- 
technical, machine, and automobile in- 
dustries. There are also sections dealing 
with foreign trade, traffic, national wealth 
and national income. The figures are 
based on material taken from original 
sources. 


Business Leadership. Edited by Henry 
C. Metcalf. Isaac Pitman & Sons, New 
York, 1931. 357 pages. $3.00. 

A symposium by a number of well- 
known apostles of scientific management 
includes the following chapters: The Bi- 
ology of Leadership, Leadership in «a 
Democracy, The Need for an Engineer 
Type of Leadership, Leader and Expert, 
Three Distinctions in the Study of Leaders, 
What Does a Leader Do? Leadership as a 
Response to Environment: A Field for Re- 
search, Evaluating Leadership Through 
Measurement of Morale, The Chairman as 
Léader of Group Process, The Part of 
Imagination in Leadership, The Budget as 
a Medium of Executive Leadership, Re- 
cording Group Accomplishment, The Lead- 
er as Coordinator, How the Capacity for 
Leadership Is Discovered, Sources of Po- 
tential Leaders in Industry, Some Dis- 
crepancies in Leadership Theory and Prac- 
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tice, Developing Minor Executives, De- 
veloping Leadership in Business, The Need 
for a New Type of Salesman Leadership, 
The Development of Leaders from Ranks 
of Labor, Training for the New Concep- 
tion of Leadership, Management's Re- 
sponsibility for Employees’ Growth and 
Satisfaction, Preparing College Graduates 
for Industrial Leadership, The Leader as 
Teacher and Philosopher, Leadership and 
a Philosophy of Life. 


Getting the Job You Want. By Arthur 
V. Farr. American Institute of Edu- 
cational Research, New York, 1931. 
62 pages. $1.00. 

To the person who needs help in analyz- 
ing his problem of relocation, or of 
developing the proper approach to a new 
position, this little book will have some 
practical suggestions, such as proper 
behavior during an interview, possible 
sources of contacts and the importance of 
an informative .and effective letter. 


The Measurement of Man. By J. A. 
Harris, C. M. Jackson, D. G. Paterson, 
R. E. Scammon. University of Minne- 
sota Press, Minneapolis, 1930. 215 pages. 
$2.50. 

This is a study of the status of the pres- 
ent techniques for the measurement of 
man. Particular emphasis is placed upon 
what the authors call mass measurements. 
The only section which will be of direct 
interest to the business executive is that 
by Professor Donald G. Paterson entitled 
“Personality and Physique.” The conclu- 
sions of this chapter are highly significant, 
even if they are for the most part negative, 
for the author decides that there is little 
evidence to show that there is any positive 
correlation between bodily traits and men- 
tal development. The individual mental 
differences which appear seem largely un- 
related to such structural factors as height, 
weight, physical development, and physical 
defects. 

Orpway TEap, 
Editor of Business Books, 
Harper & Brothers. 
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Profitable Department Store Manage- 
ment. By Harry W. Schacter. Harper 
& Bros., New York, 1930. 207 pages. 
$4.00. 

There is a freshness and directness in 
“Profitable Department Store Manage- 
ment,” Mr. Schacter’s recent book, which 
suggests a combination of enthusiasm and 
clear-eyed vision. Perhaps it comes from 
the author’s close contact with all kinds of 
store problems and the whole-heartedness 
with which the attacks them. 


As the general manager of a store with 
a sales volume of $2,000,000, he addresses 
himself particularly to stores in this. group. 
The principles and methods outlined, how- 
ever, are fundamental to any store. 


This book has not been written to ad- 
vance theories. From a background of 
practical experience the author has presen- 
ted the best methods to achieve the ulti- 
mate goal of satisfactory net profit, He 
has not only checked these methods with 
the experience of other store managers and 
found them satisfactory, but he has tested 
them in two department stores and proved 
them worthy of consideration. 

In one store which had shown a loss for 
five years the methods which Mr. Schacter 
advocates resulted in a net profit in the 
first seven months of their adoption. A 
specific illustration in this particular store 
is this: a system of control for merchan- 
dising operations was so accurate “that a 
$600,000 retail inventory, set up and pre- 
determined six months in advance, ended 
less than three per cent out of the way at 
the end of the period.” 

The main problems which spring out of 
the four divisions of store operation—mer- 
chandise, publicity, control, and store man- 
agement—are defined and analyzed. In 
every case methods for solving these prob- 
lems are suggested. Not all of the remedies 
are new. In some cases they may have 
been tried and found wanting. One cannot 
help but feel how much success depends 
upon the executive ability of those who 
administer methods. 

Merchandising is an art and a science, 
but the author has clearly distinguished 
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between fashion-rightness and such cold 
hard facts of business as purchase budgets, 
mark-up, mark-down, and price lines. Sales 
promotion is not only advertising but mer- 
chandising, service, personnel, delivery, and 
everything leading up to the sale of any 
item, Three items in expense control—pay- 
roll, advertising, and supplies—can be sig- 
nificant factors in determining whether 
there will be any net profit. 

But more important than anything else 
to insure profitable management is “better 
management.” Concerning this, the great- 
est problem of all, here is a man who is 
not afraid to speak out against three com- 
mon evils: the “yes men,” the abundance 
of relatives in top positions, and the high 
rate of executive turnover. In addition, 
employee training and morale are impor- 
tant factors in the well-being of an organi- 
zation. ; 

The introduction by Philip Le Boutil- 
lier, President of Best & Company, recom- 
mends this book which has been written 
in an easy and delightful style and yet is 
not devoid of substance. 

Brsnor Brown, 

Professor of Store Management, 
Research Bureau for Retail Training, 
University of Pittsburgh. 


Corporation Accounting. By William T. 
Sunley and Paul W. Pinkerton. Ronald 
Press, New York, 1931. 570 pages. $5.00. 
Using the authors’ own classification of 

aspects to business organization designated 

as (1) Organization of Ownership, (2) Or- 
ganization of Operation, this book deals 
chiefly and most exhaustively with the first 
aspect. Owing to the fact that in this aspect 
accounting transactions take place much 
less frequently than in the operating aspect, 
which is an everyday occurrence, account- 
ants, corporation accounting officers, and 
business men—generally speaking—are not 
as familiar with the procedure of a strictly 
corporation ownership nature and, thus, 
there is a real need for this book. 
Starting with the various corporate forms 
of organization, the subject moves along 
to the issue of stocks and bonds and goes 


right into the transactions particularly cor. 
porate in nature and more intricate to the 
average accountant. 

The chapters on treasury stock and no 
par stock are interesting as well as instruc- 
tive. The subject of surplus is covered 
in a most comprehensive manner. 

The chapters on financial statements, 
mergers, and consolidated financial state- 
ments are timely. The authors have used 
journal entries for the purposes of illustra- 
tion extensively with the result of making 
clear and concise the treatment of many 
involved transactions. Throughout the book, 
the authors leave no doubt as to their view- 
point being that of highly ethical account- 
ants in their advocation of setting forth 
in the accounts and financial statements a 
true and complete summary of the transac- 
tions. This is illustrated in their chapter 
on “Measurement of Surplus” : 

“The discussion of the propriety of 
the establishment of hidden reserves is 
really futile, because both sides agree 
that the spirit of conservatism is com- 
mendable when not carried to excess 
and when its application to values works 
no injustice to interested persons. But 
when the ‘conservatism’ runs to such an 
extent that the values are distorted and 
untrue, it loses value because it destroys 
faith in the reliability of the statement.” 


and at the end of the same chapter: 


“The business man demands that state- 
ments have other virtues besides conserv- 
atism. Bankers will rely on account- 
ants more and more as accountants in- 
creasingly see that what the banker 
wants is a statement showing facts and 
not a misstatement prepared according to 
rules which have behind them the ven- 
erable authority of age.” 

Intensive treatment of the subject and 
clear thinking has produced this book. 

It is an excellent book for advanced stu- 

dents of accounting as well as a good ref- 

erence book for public accounting and 

accounting officers and other officers of 

corporations. 

E. C. Grimey, Treasurer, 

RCA Victor Company, Inc. 
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